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US Ferrochrome Position 


Although reading like a litany of horrors, the 
assessment of the US chrome position and the iimportance of 
Rhodesian chrome is essentially correct. US dependence on 
foreign ferrochrome is increasing very rapidly as shown in 
Table l, with imports rising from 41,000 tons in 1970 to 
155,000 in 1973. It is interesting to note that Rhodesia 
supplied 33% of that increase directly and probably a very 
large part of it indirectly. Most of the ferrochrome 
producing countries listed do not have indigenous deposits 
and must import ore. Rhodesia is a major supplier of 
metallurgical grade ore to many of these countries including 
South Africa. | ; 

The reason for increased imports of ferrochrome by the 
United States is two-fold. First, the US ferrochrome 
industry is declining due primarily to its inability to compete 
with foreign producers and in part to the difficulty of 
obtaining metallurgical grade ore abroad. As shown in Table 
2, US imports of metallurgical -yrade ores declined from 
700,000 tons in 1970 to 380,000 tons in 1973. This decline 
was made up by larger imports of ferrochrome, The second 
reason is an increase in requirements due to increased 


production of specialty steels that require ferrochrome. 
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During the UN embargo, the US essentially switched 


is now more difficult because of the decline of the US 
ferrochrome industry and its increased reliance ae imports 
of ferrochrome rather than chromite. We are not certain 
how long it would take to reverse this trend and expand the 


ot 

from Rhodesian chromite to Russian chromite. Such a switch 
| 

| 

| 

’ | 

US ferrochrome industry to consume Soviet chromite but it 
4 


stands to reason that there would be difficulties and - H 
expenses involved not to mention pollution problems. Secondly, i 
there is no assurance that Soviet chromite would be available. — 
It might also be noted that dependence on the USSR is 
not desirable in spite of the present detente. The USSR 
stopped all chromite shipments to the US during the Korean 
war and might well consider similar action should the Middle 
"East flare up again. In addition, prices for Soviet chromite 
would almost certainly rise once again as they did during 
the 1967-71 UN embargo period. 
In effect a unilateral US embargo on Rhodesian ferro- 
chrome would have-little effect on Rhodesia while penalzing 
the US Beveraiy! Rhodesia had almost no difficulty disposing 
of ee chromite during the last embargo and there is no 
reason to think the situation would be different this time, 
ji . South Africa has traditionally acted as a middleman for 
Rhodesian trade and continues to do so. Moreover, many of 


'. the embargoing nations found ways of circumventing the embargo 
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at considerable profit to themselves and expense to the 
US and this too would probably be repeated. 
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es —_ ——~ as aa RE PRREPUP HERE Country 
: (Short Tons) 
1970 1971. 1972 1973 

Low High’ Low High Low High Low High 

Carbon Carbon Carbon Carbon Carbon Carbon Carbon . Carbon 
Brazil we ee ae 1,382 == 4,205 == 7,130 
Canada -- - 184 515 45 -~ 9 aad 
Finland -- 5,939 -- 10,903 -- 6,887 -~ 8,652 

West Germany 2,579 4,458 5,033 6,738 2,949 2,316 2,07€ 413 
Japan 310 347 7,390 12,992 14,134 3,577 10,856 441 
Mozami ique -- 560 -- -- -- -- 1,653 1,107 
Norwav 3,387 489 3,458 300 6,282 3,318 3,194 1,166 
Rhodesia -- -- -- -- 3,578 11,835 4,668 46,083 
South Africa 19,735 560° 14,633 7,174 23,095 30,890 13,218 41,360 
Spain -- -- -- - -- -- -- 1.395 | 
Sweden 2,933 oss 5,434 220 9,608 1,171 6,016 1,161 
Turkey -- -- 1,220 -- 6,882 -- 1,653 -- 

»Sagedtayes ae ae ee oe 1,117 4,844 ee 3,307 

’ France 28 -- 1,086 4,255 465 - -- -_ 

_ Belgium-Luxembourg == -- -- 110 39 1,554 -~ -~ 
India -- ~~ 2,260 ae pa ste a os 
Italy -- -- -- — -- 1,653 ae — 
Netherlands -- -- -- min 

Total 28,972 12,333 40,598 TOSSES ie 7 77 3,304 iat 
’ , 7198 
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Tuble 2: US Imports for Consumption of Metallurgical-Grade Chromite 


Country 

Iran — 
Pakistan 
Philippines 
South Africa 
Turkey 

USSR 


Rhodesia 


Total 


(Thousand Short Tons) 


3. 12 = a 

31 35° 27 21 

— a 9 a 

97° 140 104 34 

135 180 56 83 
409.274 "371 202 
_-- 26 _65 43 : 
703 667° - 632 __ 383 
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Goubled. Based on this nistorical pavtern, we can reasonably protect 


‘proportion of chrome not otherwise accounved for--cannot be relied 
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Stainless steel permeates Virtually every facet of our economy, 
jet engine components to medical eculopment to household products. 
The inGispersatle trsreétent tx Svainless steel is chromium. Most 
grades os tnis species sveé. DroGuct contain upwards to 18 percent 


of chromiun. Sractosae OF H.R. 8005 woule place in serious jeoyvardy 


wne viasility of this counury's stainless steel tnéustry. Trhet 
XN 


Rhodesia has t ewo-thires OF th © rlc's nevallurgical grade chromite ’ 
ore reserves and has rapidly éeveloped as a mag jor converter of that 

ore into ferrochrome. Ferrochrome--nov chrome ore--is the essential 
ingrecient in the production of stainless steel. Chromite ore in its 
raw stave cannot be used in she steel producing furnaces. H.R. 8005 
would place Rhodesia's high grade ore out of the reach or U.S. producers 


and likewise would deprive our stainless andusery of pnodee HeNS high 


Srade ferrochrome. The next 2 


m™ 


would proniois the ixportation of chrome srom Sowshern Rhodesia. 
rgest producer of chrome is. South Africa 


waich, in most instances, must upgsrace wne quality of its ore by 


antroducing Rnocesian ore in order to procuce ferrochrome. 


' 
1 


Tne Soviets Union would wnence become the only magor available 
alternative to Rhodesia es a sxurce of mevallurgical grade chromite. 
During the period of 1967-72 waen @ UN. inspired U.S. embargo of 


Rnodesia was in effect, this country imported more than half its total 


requirevants from Russia. uring that period, the price of chrome 


& Significant price increase :> Russia regains its monopolistic 


position. Turkey, Finland, end Brazil--sne major holders of tne smail 


upon to supply our needs in the future. In addition to a long-term 
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@race cnromive resources are Sean repiciy devlevec. Fonlana and 
Brazil co rou have whe Guality ore cr capacity to supply cerge 
quantities of chrome. / 

Nor is the U.S. Strategic svocxpile a reliaole source, since 
neariy hall oF whe chromite iu contains 28 oF such low cualaty as to 
ve virtually useless. Sirce 1962, the national stockpile of netaLlurs: 
grade eanodite has Geclirned over +3 percent, and with current Droposas 
to further licuidate the stockpile, our nevional inventory would be 
reduced to less than a six-month supply of high-grade metallurgical 
chromite, The Administration has proposed to reduce that grece of ore 
to 444,710 tons. In the first quarter of 1973, the metallurgical 


industry consumed 457,255 tons of chromite. According to the U. S. 


Bureau of Mines, the industrial stock of metallurgical chromite is atv : 


lowest level in tive years. 

No chromite ore hes been mined in the U.S. since 1961. In 
addition to tnis fact, U. S. imports of metallurgical chromite ore 
have declined steadily because for most companias 1% is no longex 
economical to produce ferrochrome in the Vnited Staves. A number of. 
factors contribute +o vhs. Ferrochrome precuction.is largely 
dependent uvon Low cost electric power. Secause power costs in tne 
U.S. are considerably adove those of some foreten mrocucers whose 


electric pover consumption is subsidized oy their governments, Terro- 


alloy manufacturers find it extremely diflicult to remain competitive. 


Likevise, large expenditures for pollution control devices 
the industry at a further competitive disacvantage. In addition, 

many producers decided to withdraw from the market during the previous 
Rhowgesen sanctions period because of the relative unavailatility of 


Yaw materials. Finally, e Rhocesians Geveloved during the emoargo 
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a signilicent ferrochrome proauction caraclty which is expected to 


exceegé £09,009 tons ver year uring 19O7+--almoss double the U.S. eo 


capacity. : 
. 1 * . 
If tne Rhodesian and Soutn African supplies are cut oft, U.S. pe os 
; head = 
conswzers cen expect to vey highly inflatec prices Tor the remeincer : 


of materte= shat 2s-aveZlaole.. on 1972, 22 Shocesian price oF $228 
per ton =or nigh caroon ferrochrome was 30 percent celow the Japanese 
average anc $200 per ton vel wo thet offered oy German and Norwegian 
producers. <nvense pressure s on these Limited marxets cannot nelp 
but drive prices even higher. WivaA she serious inflationary proolems 
currentiy Secing the country, it seems irresponsiodie to furtner fuel 


a 

4 

those fires by excluding a marxet which has tradi tionally been availas } 
i 

at a cheaper price. : 
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